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KEY ECONOMIC INDICATORS 
(millions of U.S. dollars unless indicated) @ 


INCOME, EMPLOYMENT, POPULATION 
GDP at market prices 

GDP at factor cost 

Real GDP growth rate (3%) 


Per capita GDP at factor cost ($) 
Per capita GDP at market prices ($) 


GNP at market prices 

GNP at factor cost 

Inflation rate (%) 

Labor force (000s) 
Unemployment (%-year end) 
Population (000s-mid-year) 
Average exchange rate:$1=MRS dq 


BALANCE OF PAYMENTS AND TRADE 
Overall Balance of Payments 
Current Account Balance 

Foreign Exchange reserves (Dec.) 
External Debt (as of June) 
External Debt Service ratio (%)©& 
Exports (f.0.b) 

Imports (c.i.f) 

Balance of visible trade 
Exports to U.S. (f.0.b) 

Imports from U.S. (c.i.f) 

U.S. Share of total exports (%) 
U.S. Share of total imports (%) 


COMMODITY EXPORTS 

Sugar 

Textile and clothing 

Tea 

Fish and fish preparations 

Watches and clocks 

Pearls, precious & semiprecious 
stones 


TOURISM 
Tourist arrivals (000s) 
Earnings from Tourism 


1989 


2151.0 
1804.0 
4.7 
1758.0 
2096.0 
2130.0 
1785.0 
12.6 
421.0 
3.2 
1026.0 
1S «25 


+148.0 
-125.0 
536.0 
791.0 
13.0 
1034.0 
1348.0 
~313.9 
138.0 
21.4 
13.4 
1.6 


330.0 
493.0 
5.8 
12.6 
33% 
21.6 


263.0 
186.0 


1990 


2528.0 
2115.0 
od 
2041.0 
2440.0 
2505.0 
2093.0 
13.5 
432.0 
2.8 
1036.0 
14.86 


+229.0 
-120.0 
737.0 
838.0 
11.1 
1216.0 
1601.0 
-385.0 
154.0 
73.4 
12.6 
4.6 


347.0 
608.0 
5.6 
9.4 
41.0 
23.6 


291.0 
242.0 


1991 


2848.0 
2383.0 
4.6 
2274.0 
2717.0 
2855.0 
2390.0 
7 
442.0 
2.6 
1048.0 
15.65 


+200.0 
-60.0 
933.0 
921.0 
10.0 
1285.0 
1643.0 
-358.0 
147.0 
48.0 
11.4 
3.0 


348.0 
673.0 
$.5 
19.7 
36.6 
26.0 


300.0 
258.0 


% change® 
1990/1991 


+12.6 
+12.7 
N/A 
+11.4 
+11.3 
+14 
+14.2 
N/A 
+2.3 
N/A 
+1.1 
+5.3 


-12.6 
+50.0 
+26.0 
+9.9 
N/A 
+5.7 
+2.6 
+7.0 
-4.5 
-34.6 
N/A 
N/A 


0.0 
+10.7 
N/A 
+109.0 
-10.7 
+10.0 


#3.4 
+6.6 


Notes:(a) A constant exchange rate of $1= MRs 15 has been used for all 


years; 
currency; 
year July-June. 


(b) 1991 figures are provisional; 
(ad) MRs = Mauritian Rupees; 


(c) Based on changes in domestic 


(e) figures relate to financial 





INTRODUCTION AND SUMMARY 


Located in the Indian Ocean, Mauritius is a tropical island 
with a land area of 1,860 square kilometers. The population of 
Mauritius, slightly over one million, is a rich mosaic of the 
descendants of migrants from Asia, Africa, and Europe. About 
68 percent of the population is of Indian origin; 27 percent 
are of African or mixed descent; and about 5 percent are 
Sino-Mauritians and Franco-Mauritians. 


With a life expectancy of 70 years, a literacy rate of over 90 
percent, and a per capita income of $3,000 in 1992, Mauritius 
has a standard of living of a middle-income developing 
country. Standards of nutrition, health care, and general 
education greatly exceed those of neighboring countries. 


The Mauritian economy is based on export-oriented manufacturing 
(mainly clothing), sugar, and tourism. Mauritius has a mixed 
economy in which a strong and dynamic private sector plays a 
leading role. Most production is done by private enterprise, 
with the government largely limiting its role to providing 
institutional facilities and incentives for production. 


Mauritius has been hailed by many observers as an economic 
miracle. Economic performance during the past decade has been 
remarkable, with an average annual growth rate of 6 percent. 
However, economic growth started to decline in 1988 as the 
economy started to experience some of the problems associated 
with success, namely labor and skills shortages, rising 
inflation, and capacity constraints. In 1990-1991, the economy 
showed signs of a modest recovery. In 1992, growth domestic 
product (GDP) was estimated to have grown at a rate of 6.4 
percent. 


Trade and investment relations between the United States and 
Mauritius are expanding. Substantial opportunities exist for 
U.S. export of equipment and services for major development 
projects, particularly in sectors such as agricultural and 
construction machinery, power plants, pollution control 
technology, and other industrial equipment. 


RECENT ECONOMIC TRENDS 


Following a decade of impressive economic achievement 
characterized by high rates of GDP growth, rising employment, 
declining inflation, and a diversifying economic structure, 
Mauritius entered a transitional phase at the end of the 1980s. 


The economy grew at an average rate of 6 percent over the last 
decade and reached full employment in the late 1980s. Per 
capita income at market prices increased from $1,100 in 1982 to 
$3,000 in 1992. Inflation fell to less than 1 percent in 1987 
from 11.4 percent in 1982, but soared again to 13.5 percent 





in 1990. However, it was brought down to 2.8 percent in 1992. 
The balance of payments turned positive in 1985 and has 
remained in surplus. Foreign exchange reserves reached $980 
million in June 1992, equivalent to more than 6 months of 
imports. 


Gross Domestic Product: Mauritius experienced continued real 
GDP growth in the second half of the 1980s, averaging 7 percent 
from 1986 to 1990. However, the rate of GDP growth declined in 
1988 to reach 4.7 percent in 1989. This decline happened as 
the economy entered a transitional period, characterized by 
full employment. Also, the growth of the Export Processing 
Zone (EPZ) declined steadily from 32.8 percent in 1985/1986 to 
7.5 percent in 1989/1990. The sugar industry showed a more 
disappointing performance, with growth falling steadily from 
16.2 percent to minus 12.5 percent over the same period. Key 
cyclones and droughts were factors in the drop of sugar 

output. Tourism is the only major sector that demonstrated 
continued growth, averaging nearly 13 percent over this 

period. GDP growth rebounded to 7.1 percent in 1990. However, 
GDP growth slowed again to 4.6 percent in 1991, reflecting 
fluctuations in sugar output. In 1992, real GDP growth was 
estimated at 6.4 percent, mainly as a result of a recovery in 
the sugar sector. 


Inflation: The rate of inflation, which reached an all-time 
high of 42 percent in 1980, declined to 7.3 percent in 1984, 


and reached a low of 0.6 percent in 1987. However, it started 
to pick up again in 1988 and surged to a peak of 16 percent in 
June 1989. Factors owing to the increase were rising labor 
costs and an expansionary fiscal policy. Rising domestic 
demand contributed to inflationary pressure in 1990, as both 
consumption and investment increased substantially. Asa 
result of various monetary and fiscal measures taken by the 
Government of Mauritius (GOM), inflation was brought down to 7 
percent in 1991 and 2.8 percent in 1992. 


Balance of Payments: After a protracted period of deficits 
throughout the late 1970s and the first half of the 1980s, the 
current account shifted into surplus, equivalent to 1 percent 
of GDP in 1985-1986. The surplus reached a peak of 7.3 percent 
of GDP in 1986-1987, owing to an exceptionally high level of 
sugar exports and the rapid growth of EPZ exports. The current 
account, however, weakened in the following years to a deficit 
position in 1989-1991, reflecting the consumption and 
investment booms. The deficit was reduced to 0.4 percent of 
GDP in 1991-1992 and is expected to reach 0.7 percent in 
1992-1993. The overall balance-of-payments surplus which 
emerged in 1984-1985 increased to a peak of $175 million in 
1986-1987. The balance-of-payments surplus remained at a high 
level after 1987, in spite of the deterioration in the current 
account. The sustained increase was due to large capital 





inflows, especially foreign direct investment and local 
investors’ borrowing from abroad. 


External Debt: The external debt profile of Mauritius has shown 
continued improvements in recent years. Total external debt 
outstanding as a percentage of GDP has been reduced from 55 
percent in 1984-1985 to 33 percent in 1991-1992. The debt 
service ratio also decreased sharply, from 27 percent in 
1985-1986 to 10 percent in 1991-1992. It is expected to drop 
further to 7.5 percent in 1992-1993, owing to the decline in 
debt and strong export growth. 


KEY SECTORS OF THE MAURITIAN ECONOMY 


Manufacturing: During the second half of the 1980s, 
manufacturing emerged as the most important sector in the 
Mauritian economy. The performance of the manufacturing sector 
is largely influenced by the evolution of the EPZ. After 
recording a high average annual growth rate of 26 percent from 
1984 to 1988, the EPZ sector showed signs of strains in 1989 as 
the economy reached full employment. The full employment 
situation gave rise to a series of new problems. Some of these 
problems were labor shortages, rising wage costs, high 
turnover, absenteeism, and low productivity. As a result, the 
EPZ sector experienced a shakeout, with profitable companies 
expanding and low-value operations losing business. 
Consequently, the growth rate slowed to an average of 7 percent 
during 1989-1992. In addition to the domestic problems, the 
slowdown was also attributed to external factors such as a 
slackening in the demand of textiles in the major markets, 
mainly Europe and the United States. 


The gradual erosion of the country’s comparative advantage in 
labor-intensive exports has compelled the manufacturing 
industry to adopt more sophisticated and capital-intensive 
technologies in order to remain competitive. In shifting to 
capital-intensive technologies, some large firms are moving 
their labor-intensive production to Madagascar. 


The EPZ sector, however, remains heavily concentrated in 
textile products. In 1991, about 63 percent of EPZ firms were 
engaged in textile production (mainly garments and knitwear). 
These EPZ firms accounted for 89 percent of EPZ employment and 
over 75 percent of EPZ exports. Other EPZ products include 
leather products and footwear, watches and clocks, optical 
goods, jewelry, electric and electronic products, toys, wood 
and paper products, canned tuna, and cut flowers. 


Agriculture: Despite the rapid growth of the EPZ sector in the 
past decade, sugar continues to play a key role in the 
Mauritian economy. Sugarcane occupies about 45 percent of 
Mauritius’ total land area and 88 percent of its cultivated 





land. Although the industry is far less dominant than in the 
past, it still accounts for approximately 10 percent of GDP, 15 
percent of employment in larger establishments, and 27 percent 
of gross foreign exchange earnings. 


The nonsugar agricultural sector consists largely of tea, 
tobacco, food crops, fishing, and animal husbandry. In recent 
years, Mauritius has successfully grown some horticultural 
products, including flowers (mainly anthuriums), tropical 
fruits, and vegetables. Anthurium is increasingly becoming a 


major agricultural export item. Exports of cut flowers in 1992 
were estimated at $7 million. 


In December 1990, the GOM organized an international meeting on 
the agricultural sector in Mauritius to present its Five-Year 
Action Plan for Agricultural Sector Development (1991-1995) to 
the international donor community. The program aims at the 
modernization and diversification of agriculture, with emphasis 
on sugar and sugar byproducts, including bagasse and molasses, 
high-value horticultural products, and agro-industry. 


Tourism: Tourism is the third most important source of foreign 
exchange earnings after the EPZ and sugar. In recent years, 
the industry has witnessed remarkable growth, both in terms of 
gross earnings and tourist arrivals. The number of tourists 
increased by 2.4 times from 124,000 in 1983 to 300,000 in 


1991. Gross earnings increased from $33 million to $258 
million over the same period. 


In 1991, the tourism sector grew by only 3 percent, compared 
with an average annual growth rate of 10 percent in the 
previous 4 years. This small growth was mainly attributable to 
the Gulf crisis, which coincided with the completion of new 
hotels, thereby leading to an overcapacity of rooms and a much 
lower occupancy rate (61 percent). In 1992, however, the 
sector picked up rapidly with a growth rate estimated at 10 
percent. The Ministry of Tourism, which is currently preparing 
a long-term Tourism Development Master Plan, estimates that the 
tourism sector will become the number one foreign exchange 
earner in Mauritius by the year 2000. 


Services: The GOM’s development strategy in the 1990s is to 

develop and expand the services sector in order to make it the 
fourth pillar of the economy. In particular, the GOM is fully 
committed to developing Mauritius as an international financial 
and trade center, with the combination of the offshore banking 


and business center, the emerging stockmarket, and the free 
port of Port Louis. 








In 1989, the GOM set up the legislative framework for the 
establishment of an offshore banking center. Two years later, 
the GOM launched an offshore business center with a view to 
promoting the establishment of offshore companies in various 
business activities. 


The Port Louis Stock Exchange, established in 1989, will soon 
open its doors to foreign investment by arranging country 
funds. A country fund, known as the Mauritius Funds Ltd., will 
become operational this year. The stock exchange will also 
allow for cross border listing so that shares of foreign 


companies from other countries may be listed on the Port Louis 
Stock Exchange. 


In June 1992, the GOM passed legislation for the creation of a 
commercial free port in Port Louis. A 7,500 square meter shed 
is available for freeport activities. The government has also 
earmarked 37 acres of land for development. The free port 
would serve as an international trade depot. In addition, the 
free port would provide warehousing for transshipment and 


facilities for processing goods and materials for reexport to 
destinations around the world. 


IMPLICATIONS FOR THE UNITED STATES 


Trade: Trade between Mauritius and the United States continues 
its upward trend. With the exception of 1988, Mauritius 
continues to enjoy a favorable balance of trade with the United 
States, which is the third largest export market for Mauritius 
after the United Kingdom and France. The United States 
absorbed about 12 percent of Mauritius’ exports in 1991. 
Mauritian exports to the United States consist mainly of 
textile apparel, sugar and molasses, optical goods, tuna fish, 
jewelry, processed diamonds and semiprecious stones, live 
animals, cut flowers, and simple manufactures such as greeting 


cards, carnival masks, jewelry clasps, fishing tackle, and 
torch bulbs. 


Imports from the United States represented 3 percent of total 
Mauritian imports in 1991. The value of imports increased 
threefold from $21.4 million in 1989 to $73.4 million in 1990. 
However, this sharp increase is explained in large part by the 
lease-purchase of a Boeing 747 by Air Mauritius valued at $37 
million. Although the aircraft was purchased from Argentina 
Airlines, it is recorded by local customs authorities as U.S. 
imports because of its U.S. origin. Even if the purchase of 
Boeing airplanes in 1988 and 1990 by Air Mauritius is excluded, 
imports from the United States enjoyed a steady increase, at 
least during the second half of the 1980s. The value of 
Mauritian imports from the United States increased by more than 
four times from $11 million in 1986 to $48 million in 1991. 





Principal import items from the United States include machinery 
and transport equipment (including measuring instruments, 
aircraft parts, automated data processing equipment, tractors 
and harvesters, radio-telephones, transmission apparatus and 
antennas, air-conditioners, knitting and printing machinery, 
etc.), diamonds, jewelry articles, rubber, raw cotton, aluminum 
waste and scrap, and miscellaneous manufactured articles. 


The best export prospects are machinery and raw materials for 
the EPZ, power generating plants and sugar mills equipment, 
agricultural machinery and equipment, hotel and catering 
equipment and supplies, building construction and road work 
machinery and equipment, pollution control equipment and 


services, and port handling equipment and port development 
services. 


Recommendations to U.S. firms: Most export opportunities to 
Mauritius will be generated through major development projects 
financed by international financial institutions (World Bank 
and African Development Bank) or bilateral aid. Since aid is 
often tied to procurement in the donor country, U.S. firms are 


encouraged to work through their subsidiaries or representatives 
in major donor countries. 


Virtually all major projects in Mauritius are won by firms 
whose proposals are accompanied by an attractive financing 
package obtained either from their governments or national 
financial institutions. For example, in 1990 the French Caisse 
Centrale de Cooperation Economique (CCCE) provided a loan of 
$90 million to the Central Electricity Board for the supply by 
the French company Sulzer of two slow-speed diesel generators 
of 24 MW each. Eighty percent of the CCCE loan bears an 
interest rate of 5 percent and is repayable over 20 years with 
a 10-year grace period, while the remaining 20 percent carries 
an interest rate of 11 percent, repayable over 15 years, 
including a 7-year grace period. 


In order to be competitive, U.S. firms should approach the 
Export-Import Bank of the United States, the Overseas Private 
Investment Corporation, and the U.S. Trade and Development 
Agency to arrange for the best possible financial terms when 
bidding for a major project in Mauritius. Unless favorable 
financing is available, U.S. firms are at a significant 


disadvantage when competing with counterparts from Europe and 
Japan. 


Businesses with specific questions on Mauritius may wish to 
contact the U.S. Department of Commerce Desk Officer, Room HCHB 
3317, Washington, D.C. 20230, tel: 202/482-4564, fax: 
202/482-5198; or the Economic/Commercial Counselor at the 


American Embassy Port Louis, Rogers House (4th floor), John 
Kennedy Street. 








